FER t 2 1991

Noar Sir or tadam:

bave congidored veur applicarlon for recaentiton of exemption from
der1) {acome tax under scctlon SOV 6Y of rac Intnrne ] Revanun Oade.

o tufarmagion aubmitted indicates that vou o tncorporated on

.- BRI, vrder the 1ws of the state of [N Your pirooesa
c2 ot nrarnte the corran “usineas Intecenta af the {ndanandent Inanrane.

nvont3 throuch foatering hatter service to the tnsu. ace public, enrourae
ive undoratanding and cooneratfon berw-en apvats ot neuranes carpandoes,
noonoting pood publie ralations, oppostng unfafr compotition, And provid.
oo o ingnrauece aperts vith continufng ~Aucarfon.  Your applicatinn tndi.
cotes that you have promoted goodwil]l with thoe publfe throuph fire and

s at=Yelr snfoty campafons, Acfenaive driviae o linnen, and eantrdtnitionn

t v eharitahle oveanizations. Tou have also held continuinpg education
congacs far aronts In the areva.  Tn add{tion, vau ontuert rapulay mant {npe
f r your marharsg,

YVoor have an fasurance eommittee whose purpos: (o to olrafn eovnraen fnr

t 12 varfous divisions of publie husinesses. The wrlter of the paliry, wh~
i+ a memher of your orpanization, ret nlnn- of the hroerape gomrd arfAn

au the writing of a poliey. Nf the |7 stven to your organization, B -

v turnnd ta the memhers of the insurance commltten In payment for any

« meonsas {ncurred and aa compensation for thelr asrvices. This {edvea -

¥ lance of l).’{. of the brotorare commniggionn tor vou,

Y mr financial data {ndicates that most of vmn tneoaer {s from hrokeron-

¢ mmd saions. In the year r-nr'lny— B v recetved G Fro-
ding Aand - in commiasiona; of which yon pnld aar = , OF y ¥
v ur manber agents. Ta | you 2e4tn bad ﬁil in dues, colleete

i1 brokeragse commissions, nd patd your apents I for thale pyprnsers

aad compensation.  The "’. that your aecants beep {n hrokerape comdi anlong
{ npot raflected in your financial dara.
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Ir ddftion to your primary evpenss of paving npents their Y%, you 4140
have rxpenaes for hanquets, contrlbutions, and advertising, Bn thit order.

Sectton 30U LY of the Tateraal Revenue Code provides exemption Fat:

“Business leasues, chambers of comierce,...not organized for profit and nn
pirt of the nat earninps of which {nures to the henefit of any private
sharehalder or 1ndfvidual.”

Secrton 1.301a ) AY~1 of the Inecome Tax Repulationn provides that, for an
oroanizatrion to he exenpr, {ta activities muut ho:

"oovdirectad to the feproverent of Miainedan condit(ons of one a1 mare Yin. e
of huainey3 aq Alstinpuished from the perfornnnce of particnlat ddrvices
f~r {adivi fun! parsons..."

Secttoan 1.50714e Y 6)=1 of the Tacame Tax Magulattons provites that:

"A bhusiness leapue 18 nn asnociation of permonn having snme common budinsed
{ntereat, the purpase of ulifch {a to promote such common {nbbhradt And «nt
to mpage o a regular bhuainess of n kX{nd ordtnartly raertod an for
profite..even thouphh the husiness 1s conducted an a coopertive mvaia oo
pracices only qufficient Llncome to be nolf-auntatintapg...”

Tr “ing Countv Asanciation of lnsurance Agentn v, Comntasfonar, 17 R.T.A, 20
10 acquiescanne, 1998-1 C.N, 17, an ormaniration of {ngurance apant4 rollr--
ed coumfusiong an munfcipal {neurance plarnd throuph 1rs mephata,  The mnoadaes
73 up privata business to the organization {n arder to decressa the Ausa,

Tk cnurt o174 this organization exctapt undar sectlon $01(cY(RY,

In the case of the Independent Inaurance Asenta of ‘torthern Novada, Ince v,

Ve o o 700 NMATEY OG0T AL AFTR ¢4 J9=58F0 1, Hev, 1076 Tona of the pubpnkeas ot
ths organization waa to advise and counmei, and accept and sarvics insurancs
for enverarental nfencies In order to remave sneh hawfnesn from poltticn!
favoritism. The recommendatfons for insurance requirnmentm Wete offered cr +ha
op.- maret for bidding. The committee praparing the racommerddtions shrond
witout campunsation, and was precluded fron recatving any hrokarape commia
sicns. The court held this orpanization exempt undar section $DYCeY(R).

Revenue Ruling 56-152, 1956-1 C.B. 56, refers to an orpinization of Ingut.aren
age nta assisting a board of education i{n its {nsuran-w needs, whate hernkbrage
corlasions were placed In 1 special fund for educational purposa. The it
was dene an 2 voluntary basis with no remuneration. The selentinn of the

ins irance company and authorized agent was 1aft to the board of aducation. *I-
ag: te roceived any brokerape commisaion {n this orymmtsation.

On rhe baeia of the {nformation sudmitted, we have concluded that you dn na»
qu-lify ag an orqanization promoting the common hustncan {nternst of Ane Ar
a1 lines of businesa and not engaging in a ragular bhusiness. Yot Bre nragaesd
tn ' huaineas carried on for-proftt and for the financfal hennf{t of vour {n-
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diviual members, Although vou do perform soma publia sorvice £ ptomots the
iniopendant i{nsurance agents to the public, and you do have sde kdurdtiotint
act {vitiss for your members, your primary purposn &s to dhtalﬁ broketaps
conmisslons for your individual memhers. Your memhars aarn-‘! of the
co-'minaions and you only keeap l"/. for your activicien.

In response to our letter of June 26, 1990, stating that you did rdt dnpanr vn
qua 11 fy undar section 59U(c)/6) of the Code, you refrronced the ahove cadre tn
show how you qualify. 'However, unlike th» memhern of the Ring County Assoc) -
ation of Tnsurance Apents v. Nommis&inner, supra, vour mamhars ags not turriee
th{r hrokerage fenrs over the nrganization to F;hlrn the durs. Ydub memheea
ar earning brakerasn feea thraugh your orcaniwattinn, nad Yespine atr e
commiasions excent for .’

S ce moat of your fncome {a from brokerage commluaions, (2 would appen~ vn -

yonr primary purpose. However, contrary to your letter, you are not ik r the
o anfzation in the cuse of Tndapondent Insurance Apont nf Northaen 'leya“a,

In . v. . §., supra. While the piepoae of thin orpinlentinn uns tn Acvla-
an! counsel, and also accept and srcvice fusuraners 1o remove such huninean
fr ~ political faveoritism, tha recommendatlona for lnsurnce epqdirementa we .

oi'atad on rhe opon nmarket for biddine. Aleo, thia committee Berved withont
co 'pengation, and was precluded from recalving any hiokeraen comfapinne. T4
mohers of your oreanization are recetviap 907 of thae hrokerage rnmhinﬁinn,
eiher as compensatian for chelr wory or for wiltin t.s palicien. Y¥ny An ’
plico the offering on the apen market for hile, wnd nyr not oparatine in iy
a. ~» manser ags this orsanization.

Yoo also veference Revenue Rullng 56-152, mupra, {n 1 nponee o onr letter nf
Juo2 26, 1990, 1In this case too, the {ndividual agenta did not recrtve hiokey
ac  enmissions or payment for services. The antire hrokerapa coomlvnlar= vy
it~ n spectal fund for educational purposes. In your arpganfzation, only ." ot
t'  eommfgaions are received by you, with the raat v oine to vour menhers to
pa/ment of services and as brokerage commissions. In Revenue Ruling 56-17%),

51 0ra, the gelestion of the insuranece company and anthorired agant was Yeft ¢
the board. Tn your case, one of your ten member aprntn writes the Ynmurancea,

Ac ordingly, it s held that you are not entitlod to exemption from Fadara)
in ome tax under section 501(<)(6) of the Code.

1f you do not agree with these conclunions, you may, w. “in 30 days Ernm the

date of this letter, file {n Auplicate a brief of the facts, law, And arparvn
'it clearly sets forth your position. Tf you demlie an oral Aldeussion of

ths {ssuc, please indicate this in your protest. Tin anclosed Publicdtian #n-

gl res Lastructions for filinp a protest,

I¢ vou 7o not flle a protest with this of fice wlthtn Vi dayn of the Aate af
t!'!'s repart or letter, this proposed detormination vill become finnl.
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If you apree with these conclusiona or do not wisl to f1le A wrirten prateeat

plrase sign and return Form 6018 1n the enclosed arlf-aldressed eneblaopn ne
socn ag possible.

-l

1f vou have eny further queastiong, please contact the prrson whone name ap?
telephonrn number are ahown at the heginninag of this letter.

Wnearoly,

Hiwtaler Dir-etor
Enelo3ureas
Put liention 092
Fory A1






